Protecting the Solvency of the Unemployment Compensation Fund by Maine State Legislature et al.
Maine State Library
Digital Maine
Office of Policy and Legal Analysis Legislature
1-1984
Protecting the Solvency of the Unemployment
Compensation Fund
Maine State Legislature
Office of Legislative Assistants
Sarah J. Hooke
Maine State Legislature
Maine Unemployment Compensation Fund Study Commission
Follow this and additional works at: https://digitalmaine.com/opla_docs
This Text is brought to you for free and open access by the Legislature at Digital Maine. It has been accepted for inclusion in Office of Policy and Legal
Analysis by an authorized administrator of Digital Maine. For more information, please contact statedocs@maine.gov.
Recommended Citation
Maine State Legislature; Office of Legislative Assistants; Hooke, Sarah J.; and Maine Unemployment Compensation Fund Study
Commission, "Protecting the Solvency of the Unemployment Compensation Fund" (1984). Office of Policy and Legal Analysis. 51.
https://digitalmaine.com/opla_docs/51
PROTECTING THE
SOLVENCY OF THE UNEMPLOYMENT COMPENSATION FUND
UNEMPLOYMENT COMPENSATION FUND STUDY COMMISSION
Committee Members:
Sen. Dennis Dutremble, Chairman 
Rep. Edith Beaulieu 
Rep. Dana Swazey
Edward Gorham, Organized Labor Representative 
C h ris tin e  H astedt, Organized Labor 
Representative
Francis Dorsey, Business Ciommunity 
Representative
Shepard Lee, Business Ciommunity Representative 
P a tr ic ia  McDonough, Expert Representative 
Stephen C rockett, General Public
Report of a Study by the
to the
111th Maine Leg is la tu re
January, 1984
Representative
Sarah J. Hooke, Le g is la tive  Counsel
S ta ff:
KF
3675
.Z99
M2
O ffice  of L e g is la tiv e  Assistants 
_Room 101 State House—Sta 13
Augusta, Maine 04333 
(207) 289-2486
1984
TABLE OF CONTENTS
Page No.
I .  In troduction  1
I I .  Background Inform ation on Fund 1
A. General Background 1
B. Solvency Ind ica to rs  1
C. Projections of Future Insolvency and Federal Requirements 3
D. Factors that Brought About th is  Solvency C r is is  3
1. C on tribu tion  Levels 4
2. B enefit Levels 5
E. Summary 6
I I I .  Findings and Recommendations 6
A. General 6
1. 3 Year Proposals 6
2. In te res t Funding Mechanism 6
B. Report 1 6
1. Recommendation: Increase Taxable Wage Base 6
2. Recommendation: Inerease Maximum COntribution 7
Tax Rates fo r Negative Balance Employers
3. Recommendation: Enact New "S lid ing  Scale" Surtax 7
and A llcw  Current 0.6% F la t Rate Surtax to  Lapse
4. Recommendation: Increase Requirements to 8
Requalify fo r Benefits a fte r D is q u a lif ic a tio n  fo r 
Voluntary Q u it, Misconduct or Crime
a. Voluntary Q uit 8
b. Misconduct 8
c . Cr ime 8
C. Report 2 9
1. Background on Seasonality Provisions 9
2. Recommendation: Repeal Seasonality Provisions 10
3. Recommendation: Freeze Maximum Weekly Benefit 11
Amount During Calendar Years 1985 and 1986
1,^  In troduction
This study of the fin a n c ia l cond ition  of the Unemployment Compensation 
Fund was authorized by LD 1561, reported out by the Labor Committee and 
enacted by the Leg is la tu re  as P&S 1983, chap. 46. {See Appendix A) The b i l l  
established a 9-member Unemployment Compensation Fund Study Commission to  
study the f is c a l in te g r ity  of the Fund, to  be assisted by the Department of 
Labor and the O ffic e  o f L e g is la tiv e  A ss is tan ts . The Commission,s membership 
is as fo llow s:
Sen. Dennis Dutremble, Chairman 
Rep. Edith  Beaulieu 
Rep. Dana Swazey
Edward Gorham, Organized Labor Representative 
C h ris tin e  Hastedt, Organized Labor Representative 
Francis Dorsey, Business Community Representative 
Shepard Lee, Business Community Representative 
P a tr ic ia  McDonough, Expert Representative 
Stephen C rockett, General Public Representative
The Commission held six meetings, a l l  open to  the p u b lic , and obtained 
input from the p u b lic , members of lobbying groups, p rac tic ing  attorneys and 
the Department of Labor.
I I .  Background Inform ation on Fund
A . General Background
The solvency of Maine's Unemployment Compensation Trust Fund was 
never seriously threatened u n t i l  the recession of the m id-1970's. (See 
Appendix B, Chart 1) A t the end of the 1970's, T rust Fund reserves 
were in  the $40 m il l io n  range but were not s u ff ic ie n t to  o ffs e t the 
increased unemployment in 1971 and again in  1975. The Fund became 
insolvent as a re su lt and the s ta te  obtained $36.4 m il l io n  in  federal 
loans during 1975-1978 to  pay bene fits . Even though federal loans were 
in te re s t- fre e  at that time, the State s t i l l  did not completely repay 
them u n t i l  the f a l l  of 1983 and employers w i l l  s t i l l  be assessed a .6% 
surtax in  1984 as a consequence of the past borrowing. More recently  a 
cash-flow loan of $1.4 m il l io n  was needed to  keep the Fund solvent in  
the spring of 1983, though i t  has since been repaid.
B . Solv.ency Ind ica to rs
Although the s itu a tio n  did not reach c r is is  proportions u n t i l  the 
1970's, Maine Department of Labor s ta t is t ic s  reveal that other 
ind ica to rs  did show an overa ll decline in  solvency over the years. For 
example, Trust Fund reserves measured as a percent of to ta l wages have 
declined s tead ily  since 1945. (See Appendix B, Chart 2)
A be tte r ind ica tor of the Fund's adequacy is its  reserve m u lt ip le , 
which provides a means of s ta t is t ic a l ly  gauging a Trust Fund's a b i l i t y  
to  meet fu tu re  be ne fit costs by eomparing th is  a b i l i t y  against seme 
measure of past l ia b i l i t ie s .  The reserve m u ltip le  is determined by 
d iv id in g  the reserve ra t io  by the highest bene fit cost ra te .
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Reserve Ratio
Reserve M u ltip le  = _________________ _^__________
Highest B ene fit Cost Rate
The reserve ra t io  is determined by d iv id in g  the year-end Trust Fund 
reserves by to ta l wages of con tribu ting  employers fo r that year.
Year-end Trust Fund Reserves
Reserve Ratio = ____________________________________________
Total Wages of C ontribu ting  Employers 
For That Year
The highest bene fit cost ra te  is defined as bene fit costs (regu lar 
benefits  and S ta te 's  share of extended be n e fits , excluding d ire c t 
reimbursables) for a 12-month period divided by to ta l wages of 
con tribu ting  employers fo r that same period .
B ene fit Costs fo r a Year
H ighest-Benefit Cost = ________________________________________
Rate Total Wages of C ontribu ting Employers
For That Year
Usually a severe period of unemployment extends fo r at least 18 
months and the cost averages one and one-half to two times the cost of 
the 12 consecutive months in which be ne fit payments have been h ighest. 
A reserve s u ff ic ie n t to pay 18 months of benefits  is commonly ca lled  
the "1.5 reserve m u ltip le " and is recommended by the Federal Government 
as the minimum reserve a State should have on hand at the s ta r t  of a 
recession. /  1 / Appendix B, Chart 9 i l lu s tra te s  th is  ca lcu la tio n  
using 1982 data which resu lts  in a ( —).03 reserve m u lt ip le , fa r below 
the recommended mininum safety le v e l.
The ca lcu la tions shew that not only does the Maine Fund not have a 
1.5 reserve m u lt ip le , which would probably finance the costs of a 
severe spe ll of unemployment, but the reserve m u ltip le  has been 
dec lin ing  since the la te  1960's (See Appendix B, Chart 3) and is now a 
negative number.
/__1/ For fu rthe r information on the reserve m u lt ip le , see State Dept, o f
Labor Technical Services Monograph DSQt-7, prepared by the D iv is io n  of 
Economic Analysis and Research.
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CL Proiections a i  Future Insolvency and Federal Requirements
The Department of Labor p ro jec ts  that under Maine's current law 
and Federal law changes required to be made by 1985, T rust Fund 
reserves would decline and re su lt in  a d e f ic i t  balance of (- )  $103.1 
m ill io n  by the end of 1990. Federal loans would be needed each year 
w ith  only the 1984-1985 loans being repaid in time to  avoid the new 10% 
in te re s t rates which were enacted by the Federal government to 
discourage the frequent in te re s t- fre e  sta te  borrowing that occurred in 
the 1970’ s. In te re s t penalties on the estimated $120.6 m il l io n  in  
necessary loans fo r the 1986-1990 period would be an estimated $36.4 
m il l io n ,  and these would be borne by the S ta te 's  General Fund or d ire c t 
employer taxa tion  because Federal law does not allow in te res t charges 
to be financed from Trust Fund reserves.
The Federal government may impose heavy monetary sanctions i f  
States do not p roperly  discharge th e ir  in te res t l i a b i l i t i e s .  Maine now 
has no s ta tu to ry  mechanism for making in te res t payments which may a rise  
from fu ture  Federal loans that are not tim ely repaid.
Another new Federal requirement aimed at s ta b il iz in g  the s ta tes ' 
Funds is that by 1985 each employer con tribu tion  tax ra te  schedule must 
have a maximum rate o f no lower than 5.4%. Maine's present ra te  
schedules do not meet th is  standard as the maximum rate ranges from 
3.1% to  5.0%.
LL Factors That Brought About This Solvency C ris is
While the Fund's insolvency is obviously the re s u lt o f outgo 
exceeding income plus accumulated reserves, i t  is  d i f f i c u l t  to 
determine the exact causes of th is  s itu a tio n . The Department of Labor 
a ttr ib u te s  i t  to several factors a ffe c tin g  both b e n e fit and 
co n trib u tio n . /2 /
^2/ See State Dept, o f Labor Technical Services Monograph DSCR-18, prepared 
by the D iv is io n  of Economic Analysis and Research.
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1 . Con t r  i b u t i  on Leve ls
Each employer's s ta te  con trib u tio n  tax is determined by the 
s ta te 's  taxable wage base (cu rre n tly , the f i r s t  $7,000 of a 
covered employee's wages are taxable), the employer's experience 
ra tin g  (whether he has la id  o ff few or many covered employees), 
and the amount of reserves in the Unemployment Compensation Fund 
( i f  reserves are low, employers’ tax rates increase). These 
factors are incorporated in to  the s ta tu to ry  tax tab les. (See 
Appendix B, Chart 10 fo r an example.)
The employer’ s to ta l tax rate is  a combination of the sta te  
con trib u tio n  tax ra te , paid qu a rte rly  to the S tate , and the 
federal FLTA (Federal Unemployment Tax Act) tax which is paid 
annually to the federal government. For example:
The sta te  new uses Schedule P because of the Low Fund reserve 
m u lt ip le . Employer X has a good experience ra tin g  and a 
consequently high reserve ra t io  of 18%. His co n trib u tio n  tax 
rate is  2.5%. The federal government now assesses a 0.8% 
FUIA tax. His to ta l tax is:
2.5% s ta te  tax 
.8% federal FUIA tax
3.3% to ta l tax rate applied against the taxable wage 
base (the f i r s t  $7,000 of employee's wages)
In ad d ition , employers new are assessed a federa l loan 
repayment tax to  pay o f f  the 1975-1978 loans. This surtax was
0.3% in  1980, 0.6% in  1981, 0.9% in  1982, and 0.6% in  1983 and 
1984. This surtax w i l l  expire at the end of 1984.
One of the primary factors con tribu ting  to insolvency is the 
fa ilu re  o f taxable wages, on which con tribu tions are le v ie d , to 
keep up w ith  to ta l wages, on which bene fit payments are based. 
(See Appendix B, Charts 4-6) At the s ta r t  of the unemployment 
insurance program in 1938-39, a l l  wages paid were taxable w hile  
from 1940-1971 only the f i r s t  $3,000 in  wages paid to  each 
employee were taxable. This taxable wage base was raised to 
$4,200 in  1972, to  $6,000 in  1978, and s ta rtin g  in 1983, an 
employer pays in  con tribu tions based on the f i r s t  $7,000 paid to 
each of his employees. Even w ith  these federally-mandated 
increases, the percentage of pa yro lls  that is taxable is  less than 
50%, compared to the 70-90% leve ls experienced up to  the 1960's. 
(See Appendix B, Chart 6)
One facto r leading to insolvency in the past has since been 
remedied by the adoption of the reserve m u ltip le  system in 1974. 
P reviously, employer con trib u tio n  tax rate schedules were 
determined so le ly  by the absolute d o lla r  amount in the Fund. The 
reserve m u ltip le  system is more responsive because schedules w ith  
higher tax rates apply when the reserve m u ltip le  drops. For 
example, the schedule w ith  the highest rates is now in  e ffe c t 
because of the in s u ff ic ie n t reserves and resu lting  lew m u ltip le .
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However, the 1974 changeover did not provide enough time fo r the 
new system to b u ild  up s u ff ic ie n t reserves fo r the 1975 recession.
The unemployment insurance (UI) system operates on the 
experience ra tin g  system. The more UI e lig ib le  employees the 
employer lays o f f ,  the more bene fits  are changed against his
experience ra tin g  and consequently, the higher his con tribu tion  
tax ra tes. Id e a lly , a l l  bene fits  paid are assessed to an 
employer, assuring that b e ne fit expenditures stay in balance w ith  
con tribu tions and that employers w ith  bad records are held 
responsible ra ther than fo rc ing  those w ith  good records to 
subsidize them. However, in  a c tu a lity , not a l l  bene fits  are 
charged to ind iv idua l employer ra tings  because i t  would be 
inequitab le  to  charge an employer in  seme eases, such as a 
discharge fo r misconduct or vo luntary q u it .  In ether cases,
benefits  are in e ffe c tiv e ly  charged when assessed against an 
employer already paying the maximum con tribu tion  ra te . I t  is  
in e ffe c tiv e  to  charge more bene fits  to  such a negative-balance 
employer w ith  many la y -o ffs , whose former employees draw more
benefits  than the employer contribu ted in  UI taxes, because
add itiona l benefits  paid do not tr ig g e r a corresponding increase 
in  con tribu tions . Noncharged and in e ffe c tiv e ly  charged benefits  
make up over 50% o f benefits  pa id , l im it in g  the effectiveness of 
experience ra tin g  and con trib u tin g  to insolvency.
2. Benefit Lavala
The Department of Labor po in ts out that ever since the early 
1970's, con tribu tions have not kept pace w ith  the r is e  in benefits  
pa id. (See Appendix B, Chart 7)
Beginning in  1966, the maximum weekly benefit amount (WBA) 
was based on the average weekly wage in  the State in  order to 
provide a bene fit payment that rises i f  costs in the economy r is e , 
and declines w ith  dec lin ing  costs. This has provided automatic 
annual increases in the WBA and maximum bene fit amount (MBA). 
(See Appendix B, Chart 8)
Another bene fit cost that has contributed to the Fund’ s 
insolvency is  the federal extended-benefits (EB) program,
established by federal law in 1971. H a lf of the costs of EB 
benefits  must be financed by the s ta te . No provisions have ever 
been enacted to  ra ise  reserves to  finance these extra b e n e fits .
The Department also points out that dependent's allowances 
increase both regular costs and the S ta te 's  share of EB costs.
Another fac to r a ffe c tin g  solvency was the low monetary 
e l ig ib i l i t y  requirements previously needed to q u a lify  for 
b e ne fits . As la te  as 1975 only $600 in  earnings was needed to 
q u a lify , though current provisions autom atically revise the amount 
annually and require wages to have been earned equal to or 
exceeding 2 times the annual average weekly wage in  each of 2 
d if fe re n t quarters in h is base period and to ta l wages equal to or 
exceeding 6 times the annual average weekly wage in  h is  base
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period. 
£ . Summary
The factors discussed above make i t  obvious that action is 
required soon to meet federal requirements and to avert the projected 
c r is is  that w i l l  render the EXind insolvent and, by 1981, unable to  
repay Federal loans needed to stay a f lo a t. I f  current law is not 
changed, Maine w i l l  owe the Federal government $120.6 m il l io n  by 1990, 
an in to le ra b le  s itu a tio n .
I I I .  F indings and. Recommendations
A. General
1. 1 Year Proposals
The Commission’ s proposals are expressly oriented toward 
solving the Fund’ s immediate fin a n c ia l d i f f ic u l t ie s ,  not problems 
projected years in to  the fu tu re . The members be lieve i t  w iser to 
l im i t  the reach of changes made in  revenue-generating mechanisms 
and be ne fit ca lcu la tions because the fu ther ahead fin a n c ia l 
p ro jec tions are made, the more speculative are the fac ts  
underlying those p ro je c tio n s . In ad d ition , there are many 
uncontro llab le  variab les a ffe c tin g  the Fund's balance, inc lud ing 
the ove ra ll economy, unemployment ra tes , s ta te  and national 
p o lic ie s , and other b i l l s  enacted by the Le g is la tu re . These 
proposals therefore target the years 1985 through 1987. I f  
enacted they w i l l  avert the fin a n c ia l c r is is  projected fo r the 
immediate fu tu re  and avoid large-sca le  borrowing from the federa l 
government w ith  consequent in te re s t charges.
2. Interest Funding Mechanism
Federal law p roh ib its  financing of in te res t l ia b i l i t i e s  on 
unpaid federal loans from Trust Fund reserves but Maine has no 
mechanism in place to  fund in te re s t payments. The Commission 
recommends that the Department of Labor introduce a separate b i l l  
to  reform State law to  meet th is  federal requirement rather than 
include such a prov is ion  in  the study le g is la tio n  which is 
focussed on solvency of the Trust Fund i t s e l f .
B. Report 1
1. Increase Taxable Wage Base
The Commission recommends that Maine jo in  the 25 other states 
w ith  taxable wage bases greater than the $7,000 federal minimum 
base. An estimated $17.9 m il l io n  more in con tribu tions would be 
generated by increasing the base to $7,400 in  1985, $7,900 in
1986, and $8,500 in  1987 and the rea fte r. This graduated increase 
would be more easily  borne by employers than a sudden large 
increase. This increased amount is a re a lis t ic  re fle c tio n  of 
actual wages paid, and thus narrows the gap between the taxable 
wage base, on which con tribu tions are based, and to ta l wages paid
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on which benefits  are based. (See proposed sta tu te  in Appendix C, 
sections 1 and 2.)
2 . Increase Maximum Con.tr.ibJLi.ticn la x  Rates le t  Negative Balance 
Employers
Former employees of negative balance employers draw more 
unemployment benefits  than the employer contributed in taxes. The 
current schedules tax a l l  negative balance employers at the same 
ra tes, even those w ith  large negative balances. This in  e ffe c t 
forces employers w ith  good experience ra tings to subsidize those 
w ith  poor ra tings and weakens the incentives provided by the 
experience ra tin g  concept.
The Commission recommends a permanent increase in  
con tribu tion  tax rates fo r negative balance employers. (See 
Appendix C, section 3) Graduated step increases would apply as 
the employer's balance drops to a lower le v e l. For example, an 
employer w ith  a reserve ra t io  below 0% now pays a 5% tax rate 
whether his ra t io  is -2% or -12%. Under the Commission's 
proposal, an employer w ith  a -2% ra t io  would pay taxes at a 5.1% 
tax rate w h ile  one w ith  a -12% ra t io  would pay at a 7.1% ra te .
This accomplishes two goals: (1) Employers w ith  a poor
experience record would pay in con tribu tions more l ik e ly  to  cover 
the costs of benefits paid to th e ir  former employees. This is
fa ire r  to  employers w ith  be tte r experience ra tings as w e ll as 
provid ing more incentive to  negative balance employers to m aintain 
more stab le  work forces in th e ir  businesses. (2) This increase 
also would bring Maine law in to  compliance w ith  the federal 
requirement that by January 1 , 1985, a l l  states must ra ise  th e ir
maximun unemployment compensation tax rates to at least 5.4% in  
a l l  schedules. C urren tly , Maine's maximum rate ranges from 3.1% 
(Schedule A, when the Fund’ s reserve m u lt ip le  is  over 2.5) to  5% 
(Schedule P, when the reserve m u ltip le  is  under .45% as i t  is  
p resen tly ). The proposed maximums would range from 5.4% to  7.3%.
3. Enact Naif "S lid ing  Scale" Surtax and. A llow  Current 0.6% F la t 
Bata Surtax in  Lapse
The Commission recommends enactment o f a new "s lid in g  scale” 
surtax equal to  16% o f an employer's con trib u tio n  tax ra te . (See 
Appendix C, section 4 .) This would work as fo llows:
Ek.A) Employer A has a good experience ra ting  (reserve ra t io  
between 18-19%) and therefore pays a low tax ra te  o f 2.5%. 
His surtax w i l l  be 16% of his 2.5% tax ra te , or 0.4%. Added 
together, his to ta l tax ra te  w i l l  equal 2.9%.
Ex.B) Employer B has a poorer experience ra tin g  (reserve 
ra t io  between 0-1%) and therefore pays a higher tax ra te  o f 
4.7%. His surtax w i l l  be 16% of his 4.7% tax ra te , or
0.752%. Added together, h is to ta l tax rate w i l l  equal 
5.452%.
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I n i t ia l ly  the Commission considered the p o s s ib il i ty  of 
extending the 0.6% federal loan repayment surtax ncw'assessed by 
the federal government and set to expire at the end of 1984. 
However, th is  is a f la t  ra te  tax charged to a l l  employers 
regardless of th e ir experience ra tings and the members be lieve i t  
provides no incentive fo r employers to maintain stab le employment 
at th e ir workplaces. Employers w ith  high reserve ra tios  pay the 
same surtax as do negative balance employers.
Therefore the Commission recommends the "s lid in g  scale” 
surtax which taxes employers w ith  good reserve ra tio s  at a lower 
ra te  than those w ith  poor ra t io s , thus strengthening the 
experience ra tin g  incentives fo r stable employment. Employers 
w ith  reserve ra tio s  of 6.0% or more w i l l  pay a lower surtax under 
th is  system than under the f la t  0.6% surtax, w hile  those w ith  
reserve ra tio s  of less than 6.0% w i l l  pay more.
This surtax is repealed on January 1, 1988. The extra surtax 
w i l l  not autom atically remain on the s ta tu te  books; a fu tu re  
Leg is la tu re  would have to  re-enact i t  i f  they f e l t  the Fund was 
s t i l l  in serious jeopardy at that time.
4. Increase Requirements in Requalify lor Ben.efi.ts after 
Disqualification lor Voluntary Quit, Misconduct or Crime
State law d is q u a lif ie s  workers from receiving benefits  under 
ce rta in  circumstances when i t  is  believed th e ir conduct renders 
then undeserving of b e n e fits . However, these employees may 
requa lify  by earning a specified amount of wages, thereby proving 
themselves to again be deserving of benefits i f  they become 
unemployed in  the fu tu re . These penalties vary depending on the 
type o f d is q u a lif ic a t io n .
a. Voluntary Q u it. Because the unemployment compensation 
system is intended to  compensate workers in v o lu n ta r ily  out of 
work, an employee who v o lu n ta r ily  leaves his job is not 
e n tit le d  to receive unemployment benefits unless he has "good 
cause a ttr ib u ta b le  to  such employment". I f  d is q u a lif ie d  
because there was no good cause fo r his vo luntary q u it ,  an 
employee must now earn 4 times his weekly unemployment 
bene fit amount to  re q u a lify  fo r bene fits .
b. Misconduct. An employee discharged fo r misconduct 
connected w ith  h is work m ist earn 4 times his weekly benefit 
amount to re q u a lify .
c . Crime. A worker discharged fo r conviction of a felony or 
misdemeanor in connection w ith  h is work new remains 
d is q u a lif ie d  u n t i l  he has earned not less than $400.
The Commission recommends ra is in g  the penalties fo r a l l  three 
types of d is q u a lif ic a t io n ; a claimant would remain d is q u a lif ie d  u n t i l  
he has earned 8 times his weekly bene fit amount. This has the 
advantage of un ifo rm ity . A lso , the employees who thereby shoulder pa rt 
of the burden of strengthening the Fund are those d is q u a lif ie d  fo r
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th e ir own choice of conduct, not those more typ ica l claimants who are 
unemployed through no fa u lt  of th e ir own.
C. Repor t 2.
l .  Background on Seasonal.] t y Provisions
Under Maine law, procedures are established whereby 
industries or ce rta in  operations of an industry may be defined as 
seasonal. The ove ra ll d e f in it io n  of a "seasonal industry" is  an 
industry which, because of its  seasonal nature, custom arily 
operates only during a re gu la rly  recurring period or periods of 
less than 40 weeks in a calendar year.
Designation of an industry as seasonal through a Departmental 
determ ination means p r in c ip a lly  that the payment o f bene fits  to 
workers unemployed from the industry is re s tr ic te d . An ind iv idua l 
whose wage c re d its  during his base period are a l l  from seasonal 
work is e n tit le d  to benefits  only fo r seasonal unemployment, that 
is ,  unemployment during the predetermined "season" when he would 
normally be performing that kind of labor. I f  the claimant has no 
seasonal wages during his base period , there can be no seasonal 
determ ination and i t  is  treated l ik e  regular unemployment. (Ex: 
An ind iv idua l cans b lueberries fo r the f i r s t  time in  1983, and the 
p lant closes down 2 weeks e a r lie r  than the season would normally 
end. This would be treated as regular unemployment, whereas his 
co-worker who canned berries la s t season too would be re s tr ic te d  
* to treatment under the seasonal unemployment p rov is ions .)
An ind iv idua l w ith  wage c re d its  from both seasonal and non- 
seasonal work is treated as fo llow s: The weekly bene fit amount is
determined on the basis of wages earned from both seasonal and 
non-seasonal employment. When unemployed during the seasonal 
period, benefits are payable based on wages earned from both 
seasonal and non-seasonal employment. However, when unemployed 
during a non-seasonal period, the weekly bene fit amount remains 
the same but the maximum amount of benefits payable is  determined 
so le ly  on the basis of wages earned from non-seasonal employment.
Thus, the e ffe c t of the present re s tr ic t io n s  is to make the 
maximum amount of benefits  paid to claimants from seasonal 
industries less than would be the case i f  the seasonal provisions 
were removed. These laws also a ffe c t which employer’ s experience 
ra ting  is charged fo r benefits  pa id. I f  the season ends and the
claimant is  paid his b e n e fit, the seasonal employer cannot be
charged since i t  is  new outside the seasonal period , so i t  is 
charged to the la s t subject employer fo r whom the claimant worked 
more than 5 weeks. However, i f  the worker is la id  o f f  during the 
season, the la s t seasonal employer is charged u n t i l  the end of the 
seasonal period , even i f  the employee only worked there fo r 1 day. 
(The 5-week requirement does not apply.) At the end of the
season, the regular laws come in to  e ffe c t and the la s t subject
employer fo r whom the employee worked more than 5 weeks is 
charged.
Q
Uia Treatment oL  Seasonal Unemployment. Under Unemployment 
Insurance, the only d e f in it iv e  study of seasonality laws, was 
w ritte n  by M e rr il l Murray in 1972. Murray makes the fo llow ing  
arguments fo r and against special seasonality provisions:
a. Arguments fo r Seasonalitv
-  Unemployment at the season's end is genera lly h igh ly 
pred ictab le  and not t ru ly  invo luntary. I f  a worker 
wishes to avoid th is  unemployment, he can choose to stay 
out of seasonal work.
-  The high p re d ic ta b il ity  of seasonal unemployment 
removes the element of uncerta in ty inherent in the 
concept of insurance.
-  Employers w ith  good experience ra tings would otherwise 
be forced to subsidize seasonal workers. R es tr ic tio ns  
prevent un fa ir subsidy.
-  B enefit re s tr ic t io n s  e ffe c tiv e ly  prevent abuse o f the 
UI system by workers who do not make a real e f fo r t  to  
find  other work.
b. Arguments Agai nst Seasonali tv
-  Provisions re s tr ic t in g  benefits  are inequ itab le .
-  The provisions are complicated to  adm inister.
-  B enefit cost savings are small re la tiv e  to  the 
adm in is tra tive  costs of enforcing p rov is ions.
Murray recommends repeal of a l l  seasonality laws, be liev ing  
that employer and employee abuses can be curbed by other 
provisions that are be tte r at screening claimants and m inim izing 
costs w ithout the inequ ities  and adm in is tra tive  costs c ite d  above. 
Between 1936 and 1945, 33 states enacted some form of seasonality
provis ion but 23 states have repealed th e ir  p rov is ions, w h ile  only 
10 continue to  administer them. A survey of seven of these 23 
states done by the Washington Senate Committee Services S ta ff 
revealed that the primary reasons fo r repeal were the add itiona l 
adm in istra tive  burden, the fa c t that few e lig ib le  employers choose 
th is  op tion, the inequ ities  involved and that other s ta tu to ry  
provisions ex is t to deal w ith  many of the problems that 
seasonality provisions were meant to e lim ina te .
2. Recommendation: Repeal Seasonality Provisions
The commission recommends that Maine’ s seasonality provisions 
be completely repealed. This recommendation is  based on the same 
reasoning that led tw o-th irds of those states w ith  seasonality 
laws to repeal them. These reasons include:
a. Seasonal provisions are inequitab le  and cause a rb itra ry ,
10
a r t i f i c ia l  d iscrim ina tion  among industries and employers. I t  
is  un fa ir to s ing le  out c e rta in  industries as seasonal, 
a llow ing then to improve th e ir  experience ra tings and lessen 
th e ir  tax ra tes, when many employers in other industries also 
close down fo r pa rt of the year and the ir workers are 
e l ig ib le  fo r benefits  w ith  no seasonal re s tr ic t io n s . Many 
workers who fin d  only seasonal employment would l ik e  to  get 
other employment during the off-season but cannot due to lack 
of a lte rn a tive  employment in  th e ir  area. I f  they cannot fin d  
other work they should be e n tit le d  to be n e fits , fo r the ir 
unemployment is not t ru ly  vo luntary. The real tes t of 
whether unemployment should be compensated is not whether i t  
is  unpredictable, but whether i t  is involuntary.
b. Other ex is ting  provisions in the law adequately protect 
against abuses by seasonal workers. The law already contains 
q u a lify in g  requirements that the claimant must have served a 
w a iting  period of one week of unemployment and must have 
earned wages equal to or exceeding 2 times the annual average 
weekly wage in  each of 2 d if fe re n t quarters in his base 
period and to ta l wages equal to or exceeding 6 times the 
annual average weekly wage in  h is  base period. In add ition , 
the statutes contain work search requirements. The claimant 
must re g is te r at an employment o ff ic e  and continue to  report 
there each week, plus he must be able and ava ilab le  fo r work 
and ac tive ly  seeking work. These requirements insure that 
claimants have s u ff ic ie n t attachment to  the workforce to  be 
e n tit le d  to f u l l  coverage.
c . Seasonal provisions are complicated to adm inister. 
F ir s t ,  there must be a determ ination that an employer is 
seasonal and a determ ination of the length of his season. 
Next is  the problem of d is tin gu ish in g  between those workers 
fo r a seasonal employer who are seasonal workers and those 
who are ava ilab le  fo r work the year round. I t  is  also 
cumbersome to  d is tin gu ish  between workers who work only fo r a 
seasonal employer and those who also have some nonseasonal 
employment during the year. The d i f f ic u l t y  and expense of 
adm inistra tion fu rth e r support the Commission's 
recarmendation to  repeal the p rov is ion .
3. Recommendation: Freeze Maximum Weekly Benefi_t Amount During
Calendar Years 1835 and 1986
The Commission's proposed le g is la t io n  freezes the maximum 
weekly bene fit amount during calendar years 1985 and 1986 at the 
leve l in e ffe c t on December 31, 1984. C urren tly , the maximum is 
determined every June 1st as 52% o f the annual average weekly wage 
during the previous calendar year. Due to in f la t io n ,  th is  leads 
to  an automatic increase in  the maximum WBA each year. This 
freeze is  projected to  save $4.7 m il l io n  in  benefits  paid out of 
the Unemployment Compensation Fund over the 2 year pe riod . The 
normal method of ca lcu la tion  w i l l  resume in  1987.
sjh-111
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STATE OE MAINE
SPPRUVclT ^  1 CHAPTER
JUN 30 '83
BY GOVERNOR
IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND EIGHTY-THREE
H.P. 1174 - L.D. 1561
AN ACT to Protect; the Integrity of the 
Unemployment Compensation Fund.
Emergency preamble. Whereas, Acts of the Legis­
lature do not become effective until 90 days after 
adjournment unless enacted as emergencies; and
Whereas, Maine's Unemployment Compensation Fund 
is presently in serious financial trouble; and
Whereas, the Federal Government has placed inter­
est charges and other stringent standards on state 
borrowing to discourage reliance on federal loans to 
rescue state unemployment funds; and
Whereas, the Department of Labor's long-range 
projections indicate that by fiscal year 1987-88 the 
fund may again be in difficult enough circumstances 
to require another large federal loan of the magni­
tude of the debt incurred in the 1974-75 recession, 
which has still not been fully repaid; and
Whereas, unemployment benefits are of critical 
importance to the Maine worker's and the health of the 
unemployment system directly affects the state's 
economy; and
Whereas, the seriousness and persistence of these 
concerns make it vitally important to deal with this 
problem directly and comprehensively; and
Whereas, in the judgment of the Legislature, 
these facts create an emergency within the meaning of
1 - 4 4 2
the Constitution of Maine and require the following 
legislation as immediately necessary for the preser­
vation of the public peace, health and safety; now, 
therefore,
Be it enacted by the People of the State of Maine as 
follows:
Sec. 1. Commission established. There is cre­
ated an Unemployment Compensation Fund Study Commis­
sion for the purpose of studying the fiscal integrity 
of the Unemployment Compensation Fund.
Sec. 2.' Staff and assistance. The Department of 
Labor shall provide research, clerical and computer 
assistance to the commission and give unrestricted 
access to its records, rules, policies and data, 
except for those items which the department is 
legally obligated to keep confidential. The Office 
of Legislative Assistants shall provide further 
assistance to the commission.
Sec. 3. Membership. The commission shall have 
9 members, as follows:
1. Three members of the Legislature, including 
one Senator and 2 Representatives;
2. Two members representing organized labor;
3. Two members representing the business commu­
nity;
4. One member familiar with administration of 
the Unemployment Compensation Fund; and
5. .One member representing the general public.
Sec. 4.' Appointment. The members of the commis­
sion shall be appointed by the Speaker of the House 
of Representatives and the President of the Senate.
Sec. 5. Duties. The commission shall inquire 
into the fiscal integrity of the Unemployment Compen­
sation Fund, including, but not limited to, the fol­
lowing areas of inquiry:
2 - 4 4 2
3 1. The financial condition-of the fund from both 
short-term and long-range perspectives in order to 
adequately fund unemployment benefits and avoid the 
need to borrow money from the Federal Government;
2. The amount and type of employer contribu­
tions, the standards used in determining who will 
receive benefits and the method used to collect them;
3. The amount and type of employee unemployment 
benefits, the standards used in determining who will 
receive benefits and the method of payment;
4. Possible changes to the seasonal unemployment 
provisions of the law;
5. The efficiency of program operations, adequa­
cy of staffing and improvements in utilization of 
resources that are possible while remaining in com­
pliance with federal law; and
6. Methods used successfully in other states's 
unemployment programs that could improve this state's 
system.
Sec. 5. Reports. The commission shall present 
its findings, together with any suggested legis­
lation, to the Second Regular Session of the 111th- 
Legislature.
Sec. 7. Appropriation. The members shall serve 
without pay, but the following funds shall be appro­
priated from the General Fund to reimburse members 
for reasonable and necessary travel and other 
expenses and to cover the per diem expenses of the 
Legislators. Any unexpended balance shall not lapse/ 
but may remain a continuing carrying account until 
the purpose of this Act has been accomplished.
1983-34
UNEMPLOYMENT COMPENSATION FUND 
STUDY COMMISSION
$ 2,000
In view of the emergency
)
All Other 
Emergency clause.
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cited in the preamble, this Act shall take er 
when approved.
ect
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:>  _ _ _ _ _ _ _
In House of Representatives, ..............   1983
Read twice and passed to be enacted. 
..................................................... Speaker
In Senate, ......................................   1983
Read twice and passed to be enacted. 
.........................    President
)  ------------------- ----------------------------------
Approved ........................................... 1983
...................................................  Governor
)
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CHART 7
BENEFITS PAID AND CONTRIBUTIONS RECEIVED, 1938-1982
NOTE: Benefits paid includes State share of extended benefits. 
Contributions received includes interest earnings.
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CHART 8
AVERAGE WBA AND AVERAGE WEEKLY WAGE, 1938-1982
NOTE: Weekly Benefit Amount (WBA) refers to total unemployment and 
includes dependency allowances beginning in 1976.
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M A I N E  O E P * « t M E M T  Of
b u r e a u  or e m p l o y m e n t  s e c u r it y
Oivi.ion of Economic An«lym .nd R «.w ch
RESERVE MULTIPLE
T ru s t  Funds a re  u s u a l ly  an a ly ze d  in  terms o f  t h e i r  a b i l i t y  to  meet f u t u r e  
b e n e f i t  co s ts .  The reserve  m u l t i p l e  p rov ides  a means o f  s t a t i s t i c a l l y  gauging  
t h i s  a b i l i t y  by comparing a T ru s t  Fund's c a p a c i ty  to  meet i t s  f u t u r e  b e n e f i t  
c o s ts  a g a in s t  soma measure of  past  l i a b i l i t i e s .
In making t h i s  comparison, th e  reserve  m u l t i p l e  u t i l i z e s  two measures: ( 1 )  th e
re s e rv e  r a t i o  and ( 2 )  th e  h ig h e s t  b e n e f i t  cost  r a t e  f o r  a p r i o r  p e r io d .
The re s e rv e  r a t i o  is  determined by d i v id i n g  the  ye a r -e n d  Trus t  Fund 'reserves  by 
t o t a l  wages of c o n t r ib u t i n g  employers f o r  t h a t  y e a r .
The h ig h e s t  b e n e f i t  cost  r a t e  fo r  a p r i o r  per iod  i s  u s u a l ly  de f ined  as b e n e f i t  
costs  ( r e g u la r  and s t a t e  share of extended b e n e f i t s ,  exc lu d ing  d i r e c t  
r e im b u r s a b le ) f o r  a 12-month per iod  d iv id e d  by t o t a l  wages of  c o n t r ib u t i n g  
employers f o r  t h a t  same p e r io d .
Expressed m a th e m a t ic a l ly ,  th e  reserve  m u l t i p l e  takes  the  f o l lo w in g  form:
The reserve  m u l t ip le  c a lc u la t io n s  a re  based on th e  premise t h a t  t o t a l  wages 
p ro v id e  th e  most s t a b le  measure o f  T ru s t  Fund adequacy. The use of t o t a l  wages 
has been found to  be a c t u a r ia l  ly  sound as i t  i n h e r e n t ly  a d ju s ts  f o r  changes in  
employment growth and wage i n f l a t i o n  over t im e .
A severe  s p e l l  o f  unemployment u s u a l ly  i s  not  con f in ed  to  a s in g le  12-month  
p e r io d  but t y p i c a l l y  extends 18 months o r  more. On averag e ,  th e  cost  o f  such a 
p e r io d  of  unemployment is  a p p ro x im ate ly  one and o n e - h a l f  to  two t imes t h e  cost  
o f  th e  12 co n secu t ive  months in  which b e n e f i t  payments have been th e  h i g h e s t .  
T h i s ,  th en , is  commonly r e f e r r e d  to  as th e  1 . 5  reserve  m u l t i p l e  and i s  th e  
minimum recommended Trus t  Fund re s e rv e  a s t a t e  should have a t  th e  o nset  of a 
r e c e s s io n .  T rus t  Fund re s e rv e s ,  expressed as a percentage o f  t o t a l  wages, are  
cons idered  inadequate  i f  th ey  a re  less  than  1 .5  t im es  th e  h ig h e s t  b e n e f i t  cost  
r a t e  exper ienced dur ing  a 12-month p e r io d .
To demonstrate how t h i s  would apply us ing  Maine data f o r  1982, c o n s id e r  the  
f o l l o w i n g  tw o -p a r t  example . F i r s t ,  the  a c tu a l  reserve  m u l t i p l e  is  c a lc u la t e d  
to  measure Trust  Fund adequacy. Second, th e  recommended minimum le v e l  o f  T ru s t  
Fund reserves  is  determined based on th e  h ig h e s t  p rev ious  b e n e f i t  cost  r a t e .
1982 Reserve M u l t i p l e  ■ (December 31 ,  1982 T ru s t  F u n d ) / (T o ta l  Wages f o r  1982)
(H ig h e s t  B e n e f i t  Costs f o r  12-month P e r i o d * ) /
(T o ta l  Wages f o r  Same P e r i o d * )
Thus, the ac tua l  reserve  m u l t i p l e  o f  ( - ) . 0 3  f o r  1982 i s  c o n s id e ra b ly  below the  
recommended minimum le v e l  o f  1 .5  which in d ic a t e s  t h a t  th e  1982 T ru s t  Fund 
reserves  are  inadequate  according to  U.S . Department of Labor s tan d ard s .
Using th e  1 .5  reserve  m u l t i p l e  c oncept ,  th e  1982 minimum re s e rv e  f o r  M a ine 's  
T r u s t  Fund can be determ ined as fo l lo w s :
1982 Minimum Trus t  Fund Reserve = 1 .5  x (H ig h e s t  B e n e f i t  Cost R a te * )  x
(1982 Total Wages)
Reserve M u l t i p l e  ■ Reserve R a t io
h ig h e s t  B e n e f i t  Cost Rate
» f j - 3 , 7 5 3 , 5 7 3 ) / ( $ 4 ,1 3 1 , 0 5 4 , 8 0 8 1
( $ 5 8 ,3 3 0 ,9 0 3 ) / ( $ 2 , 0 5 5 , 1 6 1  .3 9 1 )  
= - . 0 3
= 1 .5  x ( . 0 2 8 4 )  ( $ 4 ,1 3 1 ,0 5 4 ,3 0 8 )  
*  $ 1 7 5 ,0 0 0 ,0 0 0
•C a le n d a r  y ear  1975 is  th e  h ig h e s t  b e n e f i t  cost  r a t e  fo r  a 12-month p e r io d .
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APPENDIX 3, CHART 10 
(Table from Title 26, §1221)
The Employer Reserve Patio indicates ah 
employer's experience rating - the more 
stable the employment at his work place, 
the better his experience rating. For
The Unemployment Fund's Reserve Multiple 
is a measure of its ability to meet future 
liabilities based on past records. (See 
part II-B of this report for explanation.) 
As reserves drop, -employer tax rates in­
crease. Currently the Fund has a reserve 
multiple under .45, so employers are
more than than 
Column A
Schedules
A 8 C 0 £ F G H 1 J K L M N 0 p
19.0% and ov«r 0 5% 0.6% 0.7% 0.6% 0.9% 1.0% 1.1% 1.2% 1.3% 1 .4% 1.5% 1.6% 1.7% 1.8% 1.9% 2.4%
18.0% 190% 0 6% 0.7% 0.8% 0.9% 1.0% 1.1% 1.2% 1.3% 1.4% 1 5% 1.6% 1 7% 1 8% 1.9% 2.0% 2.5%
17.0% 18.0% 0.7% 0.fl% 0.9% 1.0% 1,1% 1.2% 1 3% 1 4% 1.5% 1.6% 1.7% 1 8% 1 9% 2.0% 2.1% 2.6%
16.0% 17.0% 0.0% 0.9% 1.0% 1.1% 1.2% 1.3% 14% I 5% 1.6% 17% 1 8% 19% 2.0% 2.1% 2.2% 2.7%
15.0% 16.0% 0.9% 1.0% 1.1% 1.2% 1.3% 1.4% i.5% 16% 1.7% 1 .0 % 1 9% 2.0% 2.1% 2.2% 2.3% 2.8%-
14.0% 15.0% 1.0% 1.1% 1.2% 1.3% 1.4% 1.5% 1.6% 1 7% 1 8% 1.9% 2.0% 2.1% 2.2% 2.3% 2.4% 2.9%
13.0% 14.0% 1.1% 1.2% 1.3% 1.4% 1.5% 1.6% 17% t 6% 1.9% 2.0% 2.1% 2.2% 2.3% 2.4% 2.5% 3.0%
12.0% 13.0% 1.2% 1.3% 1.4% 1.5% 1.6% 1.7% 1.0% 1.9% 2.0% 2.1% 2.2% 2.3% 2.<% 2.5% 2.6% 3.1%
11.0% 12.0% 13% 1.4% 1.5% 1.6% 1.7% 1.8% 1.9% 2.0% 2.1% 2 2% 2.3% 2.4% 2.5% 2.6% 2.7% 3.2%
10.0% 11.0% 1.4% 1.5% 1.6% 1.7% i.a% 1 9% 2.0% 2.1% 2.2% 2.3% 2.4% 2.5% 2.6% 2.7% 2.8% 3.3%
9.0% 10.0% 1.5% 1.6% 1.7% 1.0% 1.9% 2.0% 2.1% 2.2% 2.3% 2.4% 2.5% 2 5% 2.7% 2.6% 2.9% 3.4%
e.o% 9.0% 1 6% 1.7% 1.0% 1.9% 2.0% 2.1% 2.2% 2.3% 2.4% 2.5% 2.6% 2.7% 2.8% 2.9% 3.CS 3.5%
7.0% 8.0% l 7% 1.8% 1.9% 2.0% 2.1% 2.2% - 2.3% 2 .4 % 2.5% 2.6% 2.7% 2.0% 2.9% 3.0% 3.1% 3.6%
6.0% 7.0% 1 8% 1.9% 2.0% 2.1% 2.2% 2.3% 2.4% 2.5% 2.6% 2.7% 2.8% 2.9% 3.0% 3.1% 3.2% 3.7%
5.0% 6.0% 1.9% 2.0% 2.1% 2.2% 2.3% 2.4% 2.5% 2.6% 2.7% 2.8% 2.9% 30% 3.1% 3.2% 3.3% 3.8%
4.0% 5.0% 2.0% 2.1% 2.2% 2.3% 2.4% 2.5% 2.6% 2 7% 2.8% 2.9% 3.0% 3.1% 3.2% 3.3% 3.4% 3.9%
3-0% 4.0% 2.2% 2.3% 2.4% 2.5% 2.6% 2.7% 2.6% 2.9% 3 0% 3.1% 3.2% 3.3% 3.4% 3.5% 3.6% 4.1%
2.0% 3.0% 2.4% 2.5% 2.6% 2.7% 2.6% 2.9% 3.0% 3.1% 3.2% 33% 3.-1% 3.5% 3.6% 3.7% - 3.0% 4.3%
1.0% 2 0% 2.6% 2.7% 2.8% 2.9% 3.0% 3.1% 3.2% 3.3% 3.4% 3.5% 3.6% 3.7% 3.8% 3.9% 4.0% 4.5%
0% 1.0% 2.8% 2.9% 3.9% 3.1% 3.2% 33% 34% 3.5% 3.5% 3.7% 3.6% 3.9% <0% <1% 4.2% 4 7%
balance 3.1% 3.2% 3.3% 3.4% 3.5% 3.6% 3.7% 3.6% 3.9% 4.0% 4.1% i 2% 4 3% 4 4% 4.5% 5-0%
19.0% reflects an employer with a good 
experience rating (few layoffs and few 
unemployment benefits charged against 
his account). His tax rate is 2.4%,
Negative balance employers are at the other 
extreme, with many layoffs and whose former 
employees draw more benefits than the em­
ployer contributed in taxes. His tax rate 
is 5.0%, the highest rate in Schedule P.
the lowest rate in Schedule P.
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"AN ACT to  Provide fo r Financial Solvency in the Unemployment 
Compensation Fund."
Be i t  enacted by the People of the State of Maine, as fo llow s:
Sec. 1. 23  MRSA §1043, sub-§2 f is amended as fo llow s:
2. Annual p a y ro ll. "Annual p a y ro ll"  means the to ta l amount of wages 
paid by an employer during a calendar year, not meaning, however, to  include 
that part of ind iv idua l wages or sa laries in excess of $3,000 in  any 
calendar year through 1971, $4,200 in  any calendar year through 1977, $6,000 
in  any calendar year through 1982. and $7,000 in any subsequent calendar 
year through 1984, $7 f400 in  1985, $7 ,900 JLq l S l i .  and $8,500 in  any. 
subsequent calendar year..,
Sec. 2ul MRSA §1043 f sub-§19, paragraph A is amended to read:
A. For purposes of section 1221, the term "wages" sha ll not include 
that pa rt of remunerat ion which a fte r remuneration equal to $3,000 
through December 31, 1971, $4,200 through December 31, 1977, $6,000
through December 31, 1982, and on and a fte r  January F98S- tha t p a rt
o f  remuneration equat to  $7,000 through December 31f 1984. $7,400
through Dec amber M . UL8£, $7.900 through December 11. 1986. and an and 
alter January U. 1M7, that, part ctl remuneration aoual la $3 ,5ilQ has 
been paid in a calendar year to an ind iv idua l by an employer or his 
predecessor w ith  respect to  employment during any calendar year, is  
paid to  the ind iv idua l by the employer during that calendar year, 
unless that pa rt of the remuneration is subject to  a tax under a 
federal law imposing a tax against which c re d it may be taken fo r 
con tribu tions required to  be paid in to  a sta te  unemployment fund. The 
wages of an ind iv idua l for employment w ith  an employer sha ll be subject 
to th is  exception whether earned in th is  State or any other sta te  when 
the employer-employee re la tion sh ip  is between the same legal e n tit ie s ;
1
Sec. it. IS. MESA §1221, SUb-§4, Paragraph R-(Tab1 e
Contriout.1 on Sale in  Percent ol Wages") is amended as follows:
"Ehrplover ’ s
EMPLOYER S CONTRIBUTION RATE IN PERCENT OF WAGES
■ Employer ■ :zi. 7 .jes^ -V?. When Reserve Multiple b:
Reserve Ratio over 2.37- X23- 2.09- 1.93- 1.81- 1.67- 1.33- 1J9- I_25- 1.11- .97- .83- -6S- 45- underEqual to or Less ■*—2-50 Z50 2.36--2.22' 2.08 1.94 1.SO 1.66 1.52 1.38 1.24 1.10 .96 S2 .67 .45more than than ... *. ‘ • v “  ■ -*•»'#*■'** l\ •— - i .. v . ^- : -.V' . Schedules " 1-
Column A . A • - B C D r E F G . H 1 J JC L M . N O ?
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Each envlayer sut»i..ec.t io iliis chapter. other than those l ia b le  Ipp 
payments, in lieu M. contributions , sha ll pay. In  addi tio n  Ip  an amount 
based on  M a con tribu tion  ra te  as prescribed la  subsection 4 . a surtax 
equal Io  l£3s o l  ilia contribution ra te  m u lt ip lie d  by itl£ wages paid by 
him w ith  respect ip employment during the calendar years 1985. 1986 and 
1987. This paragraph is. repealed January ju 1988.
Sec. 5 .  23  MRSA &L193-, Sllk--§.U paragraph A is  amended as fo llow s:
A. For the week in  which he le f t  h is  regular employment v o lu n ta r ily  
w ithout good cause a ttr ib u ta b le  to  such employment, or to  a claimant 
who has v o lu n ta r ily  removed him self from the labor market where 
presently employed to an area where employment opportunity is less 
frequent, i f  so found by the deputy, and d is q u a lif ic a t io n  sha ll 
continue u n t i l  claimant has earned 4 2. times his weekly bene fit amount 
in  employment by an employer; provided no d is q u a lif ic a t io n  sha ll be 
imposed i f  the ind iv idua l establishes that he le f t  employment in  good 
fa ith  and accepted new employment on a permanent fu l l- t im e  basis and he 
became separated from the new employment fo r good cause a ttr ib u ta b le  to  
employment w ith  the new employing u n it .  Leaving work sha ll not be 
considered voluntary w ithout good cause when i t  is  caused by the 
illn e s s  or d is a b i l i ty  of the claimant or of his immediate fam ily and 
the claimant took a l l  reasonable precautions to  pro tect h is  employment 
status by having promptly n o tif ie d  his employer as to the reasons fo r 
his absence and by promptly requesting reemployment when he is  again 
able to  resume employment; nor sha ll leaving work be considered 
voluntary, w ithout good cause i f  the leaving was necessary fo r the 
claimant to accompany, fo llow  or jo in  h is  spouse in  a new place of 
residence and he can c le a rly  show w ith in  7 days upon a r r iv a l at the new 
place of residence an attachment to the new labor market and is in a ll 
respects able, ava ilab le  and ac tive ly  seeking su itab le  work;
Sec. f i .  23  MRSA §1193. sub-§2 is amended as fo llows:
2. Discharge £pp misconduct. For the week in  which he has been 
discharged fo r misconduct connected w ith  h is work, i f  so found by the 
deputy, and d is q u a lif ic a t io n  sha ll continue u n t i l  claimant has earned 4 £ 
times his weekly benefit amount in employment by an employer.
A. For the duration of any period fo r which he has been suspended from 
his work by his employer as d is c ip lin e  fo r misconduct, i f  so found by 
the deputy, or u n t i l  the claimant has earned 4 £ times his weekly 
be ne fit amount in  employment by an employer.
Sec. 2 . I£  MRSA §1193. sub-§7 is amended as fo llows:
7. Discharged fo r crime. For the period of unemployment next ensuing 
w ith  respect to which he was discharged fo r conviction of fe lony or 
misdemeanor in connection w ith  his work. The in e l ig ib i l i t y  of such 
ind iv idua l sha ll continue for a l l  weeks subsequent u n t i l  such ind iv idua l has 
the rea fte r earned not Fees than $408 2. t imes his weekiv benef i t amount in  
employment by an employer.
Sec, i .  23 MRSA §1221, sub-§2 r paragraph C is enacted to read:
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STATEMENT OF FACT
This le g is la tio n  is  one of two b i l l s  implementing the Unemployment 
Compensation Fund Study Commission's recommendations to restore solvency to  
the Trust Fund. The Dept, of Labor p ro jec ts  that under Maine’ s current law, 
T rust Fund reserves w i l l  decline and re su lt in  a d e f ic i t  balance of 
( —)$103.1 m il l io n  by the end of 1990. Federal loans w i l l  be needed each
year w ith  only the 1984-1985 loans being repaid in time to  avoid the new 10% 
federa l in te re s t charges, even though the older in te re s t- fre e  1975-1978 
loans took u n t i l  1983 to  be to ta l ly  paid o f f .  In te res t penalties fo r the 
1986-1990 period would be an estimated $36.4 m il l io n  and would be borne by 
the S ta te 's  General Fund or d ire c t employer taxation because Federal law 
does not a llow  financing from Trust Fund reserves. Obviously, current law 
must be changed to prevent th is  re s u lt.
The Commission did not attempt a permanent cure of the Fund's i l l s  
because there are so many uncontro llab le  variab les that w i l l  a ffe c t i t ,  
inc lud ing the ove ra ll economy, unemployment ra tes , s ta te  and na tiona l 
p o lic ie s , and other b i l l s  enacted by the Leg is la tu re . Instead, these
recommendations w i l l  avert the fin a n c ia l c r is is  projected fo r the immediate 
fu tu re  and avoid incurring  a large federal debt.
The b i l l  does the fo llow ing :
Sections 1 and 2 ra ise  the taxable wage base to  which an employer's tax 
rates are applied. C urren tly , the f i r s t  $7,000 of a covered employee’ s 
wages are taxable, which is the federal minimum base. Under th is  b i l l ,  
Maine would jo in  the 25 other states w ith  higher bases by ra is in g  the base 
to  $7,400 in  1985, $7,900 in  1986, and $8,500 in  1987 and th e re a fte r, unless 
amended to  change a fte r 1987.
Section 3 amends the employer's tax rate co n tribu tion  schedules by 
ra is in g  rates fo r negative balance employers whose former employees draw 
more bene fits  than the employer has paid in taxes. P resently, a l l  negative 
balance employers are taxed at the same ra te , even those w ith  large negative 
balances, in  e ffe c t fo rc ing  employers w ith  be tte r experience ra tings  to 
subsidize those w ith  poor ra tings . This weakens the incentives provided by 
the experience ra ting  system. This change also meets the new federal 
requirement that the maximum tax rate in  a l l  schedules be at least 5.4%.
Section 4 adds a "s lid in g  scale" surtax on 16% of an employer's 
co n trib u tio n  ra te  applied to covered wages. For example, an employer w ith  a 
3.4% tax rate would pay a .5% surtax, re su ltin g  in a to ta l rate of 3.9%, 
w h ile  an employer w ith  a 6.5% tax rate would pay a 1% surtax, re su ltin g  in a 
7.5% to ta l ra te . This is more equitable than continuing the current f la t
experience ra ting  system by taxing those w ith  be tte r records at a lower 
ra te . The surtax is repealed a fte r 1987.
Sections 5 and 6 increase the penalties fo r a d is q u a lif ic a t io n  fo r 
vo luntary q u it or misconduct. Under th is  b i l l  a claimant remains 
d is q u a lif ie d  u n t i l  he has earned 8 times h is weekly bene fit amount, ra the r 
than only 4 times the WBA.
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Sec. 7. increases the penalty fo r a d is q u a lif ic a t io n  
connected w ith  work. The claimant would remain d is q u a lif ie d  unt 
8 times his WBA rather than the current $400.
for 
i l  he
crime
earns
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Appendix D
B I L L  # 2
"AN ACT Concerning Benefits under the Unemployment Compen­
sation Act"
Be it enacted by the People of the State of Maine, as follows:
Sec. 1. 26 MRSA, Chap. 13, subchapter VIII is repealed.
Sec. 2. 26 MRSA §1191, sub-§2 is amended as follows:
2. Weekly benefit amount for total unemployment. Each 
eligible individual establishing a benefit year on and after 
October 1, 1983, who is totally unemployed in any week shall 
be paid with respect to that week, benefits equal to 1/22 of 
the wages, rounded to the nearest lower full dollar amount, 
paid to him in the high quarter of his base period, but not 
less than $12. The maximum weekly benefit amount for claim­
ants requesting insured status determination beginning Octo­
ber 1, 1983, and thereafter from June 1st of a calendar year 
to May 31st of the next'calendar year shall not exceed 52% 
of the annual average weekly wage, rounded to the nearest 
lower full dollar amount, paid in the calendar year preced­
ing June 1st of that calendar year?, except that during calen­
dar years 1985 and 1986 the maximum weekly benefit amount shall 
remain at the level in effect on December 31, 1984. The amount 
of benefits payable to an eligible individual with respect to 
any week of total unemployment shall be reduced by the amount 
of any holiday pay which the individual has received or is en­
titled to receive for that week.
STATEMENT OF FACT
This bill contains two recommendations of the Unemployment 
Compensation Fund Study Commission.
Sec. 1. repeals the seasonality provisions of state un­
employment compensation laws, among the most liberal in the nation. 
A Department of Labor determination that an industry is seasonal 
means that the payment of benefits to workers unemployed from 
the industry is restricted. An individual whose base period wage 
credits are all from seasonal work is entitled to benefits only 
for unemployment during the predetermined season when he normally 
would be performing that kind of labor, and no benefits outside 
the season. This is inequitable because another individual per­
forming exactly the same work but with no seasonal wages during 
his base period (i.e., he has not done seasonal work in his re­
cent past) is not treated under the more restrictive seasonality 
law, but under the regular unemployment law. Additional confu­
sion results if the employee's base period wage credits are from 
both seasonal and non-seasonal work, for his weekly benefit a- 
mount is determined based on wages from both types of employment.
The only definitive study on seasonality laws, done by 
Merrill Murray in 1972, recommends repeal of all seasonality laws 
because of their inequities and increased administrative burdens. 
Because of these reasons and because other provisions are better
at screening claimants and minimizing costs without these un­
desirable results, only 9 other states now have seasonality 
laws in effect.
Sec. 2. freezes the maximum weekly benefit amount during 
calendar years 1985 and 1986 at the level in effect on Dec. 31, 
1984. Currently, the maximum is determined every June 1st as 
52% of the annual average weekly wage during the previous calen­
dar year. Due to inflation, this leads to an automatic increase 
in the maximum WBA each year. This freeze is projected to save 
$4.7 mil. in benefits paid out of the Unemployment Compensation 
Trust Fund over the 2 year period. The normal method of calcu­
lation will resume in 1987.
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